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Yuan internationalization has been one of the most popular topic home and abroad 
since 2008. But Given the deficiency of the development of China’s financial market, 
the U.S. dollar-denominated financial system cannot be changed in the short or medium 
time. By those three main aspects we can conclude that comparing with Yuan 
internationalization, Yuan regionalization is a more realistic objective. Therefore, the 
perspective of the research of this paper is Yuan regionalization .Driven by the market 
force and encouragement of Chinese government, Yuan has become more and more 
popular in the international trade as well as the reserve currency of China’s surrounding 
countries. But by the based conditions that general currency internationalization needed, 
we can find that there are many economic factors and also political factors that will 
restrict the further regionalization of Yuan. With China's growing economic strength and 
the advance of deepen reform in economic and financial field, the restrictions of Yuan 
regionalization will become a more important issue that China has to face. Hence, the 
analysis of this paper is under the framework of Yuan regionalization, and the detail 
research is concentrated on three questions, including the essence of Yuan 
regionalization’s restrictions, restrictive relation between the restrictions and further 
Yuan regionalization and corresponding suggestions given sufficient consideration 
to China’s economic situation.  
Basically, from the views of possible factors and necessary factors, firstly this paper 
tries to find out the main restriction of Yuan regionalization. The main possible factors 
include physical volume of foreign trade, stability of the currency, the openness of 
financial market and the size and efficiency of financial market respectively. Therefore, 
the corresponding concerns of the Yuan restriction are the status of China as East Asian 
final market provider, the problem of exchange rate regime, the problem of capital 
account convertibility and the problem of financial market development. In addition, the 
challenge of the US and Japan in the process of Yuan Regionalization is the main 
political restriction. 
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its cost, it is necessary to advance the process of Yuan internationalization. And the cost 
of Yuan regionalization is one of the main restrictions. Consequently, from Chapter 3 to 
Chapter 8, the restrictions we focus on are China’s weak final good provider, exchange 
rate regime of Yuan, capital account convertibility, China’s financial market, the 
challenge of the US and Japan and the cost of Yuan regionalization. 
Finally, we can draw the conclusion from macroscopic and microscopic aspects. In 
terms of macroscopic aspects, there are five main conclusions. Firstly, the stability of 
the Yuan’s exchange rate, the situation of processing trade, the structure of economic 
growth and the freedom of trade and investment in East Asia, were the direct 
influencing factors which would determine Yuan’s status as East Asian invoicing and 
settlement currency. Secondly, in the short and medium term, Limited elasticity 
exchange rate regime was suitable for China, given the choice of exchange rate 
depending on macroscopic environment. Furthermore, because the influence of inflation 
and the development of financial market on the elasticity of exchange rate regime are 
robust, as a result, the greater flexibility of exchange rate is needed in the long term, 
which is both the requirement of further Yuan regionalization and endogenous exchange 
rate. At the same the greater flexibility of exchange rate will benefit the efficiency of 
monetary policy. In addition, it is not very wise to speed up 
the process of capital account liberalization, but following step by step. Fourthly, keep 
advancing the reform of financial market. Fifthly, intern-ational currency country would 
resist the advance of Yuan internationalization, so non-international currency country 
would cooperate with other countries and actively promote local currency 
internationalization. In terms of microscopic aspects, we should encourage enterprises 
increase the heterogeneity products so that the bargaining power can be improved. In 
addition, the government should encourage the enterprises to finance by listing on the 
stock marke and issuing bonds. Finally, the government should try to lead the 
enterprises to concern more on the change of Yuan exchange rate. 
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